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 The objective of the research was to analyze the effect of local government size, 
PAD (Local Generated Revenues), complexity, capital expenditure, total assets, and 
level of completion of follow-up recommendations of audit results on the weaknesses of 
the local government internal control system. The population was 33 districts/cities in 
North Sumatra Province in 5 years observation of 2011-2015. The research used 
saturated sampling technique and multiple linear regression analysis with the 
coefficient of determination, t test and F-test. The samples were 165. Secondary data 
were obtained from www.bpk.go.id, www.sumut.bps.go.id and BPKAD of North 
Sumatera Province. The results of the research showed that the local government size, 
PAD, capital expenditure and level of completion of follow-up recommendations of 
audit results had significant influence on the weakness of internal control system, while 
the complexity and total assets had no influence on the weakness of the internal control 
system. Simultaneously, local government size, PAD, complexity, capital expenditure, 
total assets, and level of completion of follow-up recommendations of audit results had 
significant influence on the weakness of the internal control system of the local 
government. 
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I.  INTRODUCTION 
 
1.1 Research background 
 Based on Constitution Number 1 of 2004 article 56 paragraph 4 on State 
Treasury explains that the management of local finance must be supported by a good 
internal control system and adequate. Constitution Number 1 of 2004 article 58 
paragraph 1 explains that the Government Internal Control System hereinafter 
abbreviated as SPIP shall be conducted comprehensively in both the central and 
regional governments. The constitution explains that to achieve effective, efficient, 
transparent and accountable state finance management, ministers or heads of 
institutions, governors and regents or mayors shall exercise control over the 
administration of governmental activity. 
Government Regulation Number 60 of 2008 on Government Internal Control 
System (SPIP) explains that, internal control is an integral process on actions and 
activities conducted continuously by the leadership and all employees to provide 
adequate confidence or achievement of organizational goals through activities effective 
and efficient, reliability of financial reporting, security of state assets, and compliance 
with laws and regulations. Government Regulation Number 60 of 2008 regarding SPIP 
serves as a guide for district and city governments in Indonesia in designing their 
internal control system (SPI). 
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Based on the results of BPK RI's audit of Local Government Financial Report 
(LKPD) throughout Indonesia over the last 5 years (2011-2015), LKPD that received 
Unqualified opinion (WTP) increased by 45 percentage points, ie from 13% in LKPD 
of 2011 to 58% in LKPD of 2015. Meanwhile, the number of LKPD that got opinion 
Does Not Declare Opinion (TMP) has decreased by 14 percent points, from 19% in 
LKPD Year 2011 to 5% in LKPD of 2015. 
One of the criteria of giving opinion is an audit of the effectiveness of the 
internal control system. The results of the BPK audit on the internal control system of 
the local government are set forth in the Internal Audit Result Report (SPI) and stated 
in a number of findings of SPI weakness. The more the number of findings indicates 
the weaker the local government's internal control system. 
Evaluation on the number of problems of weakness of SPI at District / City 
Government in North Sumatera Province based on Summary of Semester Audit Result 
of 2012 to 2016 shows SPI weakness problem at the local government's internal control 
system at the District / City in North Sumatra Province is not yet optimal. With regard 
to internal control system issues, BPK recommends the regional heads to impose 
sanctions in accordance with applicable provisions to officials who have not been 
optimal in carrying out their duties and responsibilities, ordering officials responsible 
for improving oversight and control, formulating policies / SOPs for a procedure, and 
immediately follow up on the recommendation of the previous year BPK audit results. 
Furthermore, the local government will follow up the recommendations of BPK, 
coordinate with relevant parties and inspectorates, develop a more accurate budget, 
more carefully manage and record, report and deposit cash remnants in a timely 
manner, prepare financial reports by consolidating all SKPD, conduct inherent 
supervision. 
Based on the background description, differences in proxies and differences of 
previous research results, and various existing problems related to the internal controls 
described above, researchers are interested in conducting research entitled "Analysis of 
Factors Affecting Weaknesses of Internal Control Systems at District and City 
Governments in North Sumatra Province ". 
 
1.2. Formulation of the problem 
Based on the background that has been described above, the researcher 
formulates the research problem as follows: 
a. Does the size of local government affect the weakness of internal control of 
local government? 
b. Do Local Generated Revenues (PAD) affect the weaknesses of local 
government internal control? 
c. Does the complexity of the regions affect the weaknesses of local government 
internal control? 
d. Does capital expenditure affect the weaknesses of local government internal 
controls? 
e. Does the amount of assets affect the weaknesses of local government internal 
controls? 
f. Does the level of follow-up completion of the recommendation of audit results 
affect the weaknesses of local government internal control? 
g. Is the size of local government, PAD, regional complexity, capital expenditures, 
total assets and level of completion of follow-up recommendations of audit 









1.2. Research purposes 
The purpose of this research are: 
a. To test and analyze whether the size of local government affects the weaknesses 
of local government internal controls. 
b. To test and analyze whether the Pendapatan Asli Daerah (PAD) affects the 
weaknesses of local government internal control. 
c. To examine and analyze whether the complexity of the region affects the 
weaknesses of local government internal control. 
d. To test and analyze whether capital expenditures affect the weaknesses of local 
government internal controls. 
e. To test and analyze whether the number of assets affects the weaknesses of local 
government internal control. 
f. To test and analyze whether the level of follow-up completion of the 
recommendation of the audit results has an effect on the weaknesses of internal 
government control. 
g. To examine and analyze whether the size of local government, PAD, regional 
complexity, capital expenditures, total assets and level of completion of follow-
up recommendations of audit results jointly affect the weaknesses of internal 
government control. 
 
1.3. Benefits of research 
The results of this study are expected to be a significant contribution of thoughts 
and benefits, namely: 
a. For the researcher can be used to add and deepen insight and knowledge in the 
importance of applying internal control to local government; 
b. Provide information on the importance of applying internal controls to local 
governments, so that the potential of the region can be optimized for the welfare 
of the people and to promote the area; 
c. For academic research is expected to add literature in the field of public sector 
accounting, especially on the problem of weakness of internal control of local 
government which can then be used as reference material in subsequent 
research. 
 
II. THE LITERATURE AND DEVELOPMENT OF HYPOTHESES 
 
2.1. Internal Control System of Local Governmen 
 Internal control is a process, run by the board of commissioners, management, 
and other personnel entities designed to provide reasonable assurance about the 
achievement of the following three categories: effectiveness and efficiency of 
operations, reliability of financial reporting, and compliance with applicable rules and 
regulations (Professional Standards of Certified Public Accountants, SA Section 319). 
According to PP No.60 of 2008, the internal control component consists of: 
control environment, risk control, control procedures, control monitoring, and 
information system. Broadly speaking, internal control components according to PP. 
No. 60 of 2008 and COSO alike. This is because the concept of internal control 
components according to PP. No. 60 of 2008 adopted from a system owned by COSO. 
In IHPS I BPK RI of 2014 mentioned weaknesses on SPI are grouped into three 
categories as follows: 
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1. The weakness of the accounting and reporting control system, namely the 
weakness of the control system related to the activities of accounting recording 
and financial reporting. 
2. The weakness of the system of controlling the execution of the budget of 
income and expenditure, namely the weakness of control related to the 
collection and payment of state / region / state / state owned / regional 
government revenue as well as the implementation of the program / activity on 
the examined entity. 
3. The weakness of the internal control structure, ie the weakness associated with 
the presence or absence of internal control structures in the examined entity. 
 
2.2. The size of Local Government 
The size of an entity can be a generalized picture that can be viewed physically 
outside the organization. Organizations that have a large size indicated to have 
economic stability so as to develop and implement internal controls well. 
 
2.3. Local Generated Revenue (PAD) 
PAD is one of the regional revenue earned by managing and exploiting the 
potential of the region. PAD becomes a source of income that is within the scope of 
local government either provincial or local government district / city. PAD can be a 
collection of local taxes, user charges, regional wealth management results are 
separated, and from other legitimate sources. 
 
2.4. Regional Complexity 
Complexity in this regard relates to the supervision of the local government and 
the incorporation of financial statements at the time of reporting of regional financial 
statements. The more complex an organization in carrying out activities and a wide 
working environment it will be more difficult to implement internal control. This study 
uses the amount of SKPD as an accounting entity as a proxy of regional complexity. 
The large number of SKPD that exist in an area is suspected local government will have 
difficulty in implementing internal control. This difficulty is experienced because 
SKPD has a different background between one SKPD with SKPD the other seen from 
various aspects. 
 
2.5. Capital Expenditure 
Capital expenditures are state expenditures made in the framework of capital 
formation or fixed assets for daily operations of work units in order to provide services 
to the public to achieve the goal of community prosperity. Capital expenditure is 
closely related to the procurement of physical goods or fixed assets. The more the 
amount of capital expenditure owned by a region then the allocation for the 
procurement of fixed assets is higher. 
 
2.6. Total assets 
Government Accounting Standards in PSAP 07 define assets as economic 
resources that are controlled and / or owned by the government as a result of past 
events and from which future economic and / or social benefits are expected to be 
gained, both by the government and the community, and measurable in units of money, 
including non-financial resources necessary for the provision of services to the general 




2.7. Level of Completion of Follow-Up Recommendation of Audit Result 
One of the problems of internal control weakness is because the responsible 
official has not followed up the recommendation of BPK audit result of the previous 
year. Regarding the internal control system, BPK recommends the head of region to 
immediately follow up the recommendation of BPK audit result of the previous year. 
The low level of follow-up completion led to a growing number of findings indicating 
the weakness of the local government's internal control system. 
 
III. CONCEPTUAL FRAMEWORK AND HYPOTHESES 
 
3.1. Conceptual Framework 
The conceptual framework of this study can be illustrated in Figure 3.1, as 
follows: 
 
Size of Local Government (X1) 
 
Local Generated Revenue (PAD) (X2) 
` 
Regional Complexity (X3) 
 
Capital Expenditure  (X4) 
 
Number of Assets (X5) 
 
Level of Settlement of TL recommendation 
of audit result  (X6) 
 
Figure 3.1. Conceptual framework 
 
3.2. Research Hypothesis  
Based on the framework that has been presented above, the research hypothesis 
that can be inferred from various assumptions that existed above are: 
1. The size of local government negatively affects the weaknesses of local 
government internal control (H1). 
2. Local Generated Revenue (PAD) has a positive effect on the weakness of internal 
control of local government (H2). 
3. Regional complexity positively affects the weakness of local government internal 
control (H3). 
4. Capital expenditure has a positive effect on weakness of internal control of local 
government (H4). 
5. The number of local assets has a positive effect on the weakness of internal control 
of local government (H5). 
6. The level of completion of the follow-up recommendation of the audit results 
negatively affects the weaknesses of local government internal control (H6). 
7. The size of local government, PAD, regional complexity, capital expenditures, 
total assets and the level of completion of follow-up recommendations of audit 
results jointly affect the weakness of internal control of local government (H7). 
 
IV. RESEARCH METHODOLOGY 
 
4.1. Types of research 
The type of research used is quantitative research aims to explain and develop 
hypotheses related to phenomena and / or theories by using statistical analysis and 
measurement of variables. 
 
4.2. Population and Sample 
Weakness of Local 
Government’s Internal 




The population used in this study are 33 districts / cities in North Sumatra 
Province consisting of 25 District Government and 8 Municipal Government audited by 
the BPK of the Republic of Indonesia with a period of 5 years observation that is 2011 
until 2015. The number of samples in this study is 165 districts / municipal data located 
in North Sumatra Province. 
4.3. Method of collecting data 
The data used in this study is secondary data in the form of Summary of Audit 
Results Semester I and II year 2012 sd 2016 obtained from the website of the Badan 
Pemeriksa Keuangan (BPK) (www.bpk.go.id), data on population of District / City in 
North Sumatera Province year 2011 to 2015 is obtained from the Badan Pusat Statistik 
(www.bps.go.id) and the Financial Reports of District / City Government in North 
Sumatera Province year 2011 till 2015 obtained from the Badan Pengelola Keuangan 
dan Aset Daerah (BPKAD) of North Sumatera Province. 
 
4.4. Operational Definition and Variable Measurement 
   
Table 4.1. Operational Definition of Variables 
Variable 
Research 




Internal Local Government (Y) 
Number of findings of weakness of SPI based 




1 Size of Local 
Government (X1) 





PAD (X2) The nominal value of PAD revenue received 
by District / City Government in 2011 s.d 
2015 
Ratio 
 3 Regional Complexity 
(X3) 
Amount SKPD as existing accounting entity 
in District / City   
Ratio 
 4 Capital Expenditures 
(X4) 
Actual capital expenditures of District / City 
Government in 2011s.d 2015 
Ratio 
 5 Number of Assets 
(X5) 
Total assets of District / City Government in 
2011 s.d 2015 
Ratio 
 6 Level of completion of 
follow-up 
recommendations of 
audit result (X6) 
Number of recommendations BPKs that have 
been followed up in accordance with 
recommendations (status "1") divided by the 
number of recommendations 
Ratio 
 
4.5.  Data analysis method 
 Data analysis methods used to test the hypothesis is by multiple linear 
regression, using SPSS software. Multiple linear regression analysis model in this 
research are:  
Y = b0 + b1X1 + b2X2 + b3X3 + b4X4 + b5X5 + b6X6 + e 
 
Information :    
Y = Weakness of internal control 
 
b0 = Constants 
 
b1, b2, b3, b4, b5, b6   = Regression coefficients 
 
X1 = Size of Local Government 
 
X2 = Local Generated Revenue (PAD) 
 
X3 = Regional Complexity 
 
X4 = Capital Expenditure 
 
X5 = Number of assets 
 
X6 = Level of completion of follow-up recommendation of audit result 
 
e = Error 
 
 
V.  RESULT ANALYSIS AND DISCUSSION 
 
5.1.  Descriptive Statistics 
7 
 
 Based on the results of descriptive statistical test after minus the outlier data, 
there were obtained 160 observation data from 32 district / city government in North 




Table 5.1. Descriptive Statistics Results 
 N Minimum Maximum Mean Std. Deviation 
FICW 160 3 16 6.99 2.218 
 SIZEin thousands 160 40.88 2029.31 353.6543 351.91631 
PAD in billion 160 2.76 515.29 50.6545 64.57202 
COMPLEXITY 160 28 71 41.74 10.279 
CAPITAL in billion 160 70.24 553.71 178.0317 79.63663 
ASET in billion 160 158.43 5751.24 1564.0053 871.88782 
TLHP 160 .00 .83 .3684 .21812 
Valid N (listwise) 160     
Source: research results, 2017  
 
5.2.  Classic assumption test 
 The classical assumption test consisted of normality test, multicollinearity test, 
autocorrelation test and heterokedastisity test. Test results show balanced and normal 
distributed data; there is no multicollinearity among independent variables in the 
regression model; no autocorrelation occurred and no heteroskedastisitas on the 
regression model. 
 
5.3.  Hypothesis Testing and Discussion 
 Hypothesis testing is done by coefficient of determination (R
2
), statistical test t 
and statistic test F. 
a. Coefficient of Determination (R
2
) 
 Table 5.2. Coefficient of Determination (R
2
) 
Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .590
a
 .452 .418 2.082 
a.Predictors: (Constant), TLHP, SIZE in thousands, COMPLEXITY, CAPITAL in billion,  
   ASET in billion, PAD in billion 
b. Dependent Variable: FICW 
Source: research results, 2017  
  
The value of Adjusted R square (R
2
) of 0.418 means that 41.8% of the 
weaknesses of the local government's internal control system can be explained by the 
variables of local government size, PAD, regional complexity, capital expenditure, 
total asset and level of completion of follow-up recommendations audit and the 
balance of 0.582 or 58.2% can be explained by other variables outside this research 
model. 
 
a. Statistical Test t 
Table 5.3.  Statistical Test t 
Model 
Unstandardized Coefficients Standardized Coefficients 
t Sig. B Std. Error Beta 
1 (Constant) 8.292 .918  9.033 .000 
 SIZEin thousands -.003 .001 -.401 -2.226 .027 
PAD in billion .025 .006 .726 4.212 .000 
COMPLEXITY .009 .023 .040 .378 .706 
CAPITAL in billion -.008 .003 -.274 -2.547 .012 
ASET in billion -0,000028 .000 -.011 -.089 .929 
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TLHP -1.708 .806 -.168 -2.120 .036 
a. Dependent Variable: FICW 
Source: research results, 2017 
 Based on table 4 above, it can be made regression equation as follows: 
 
KPI = 8,292 - 0,003 Ukuran + 0,025 PAD + 0,009 Kompleksitas - 0,008 Blj.Modal - 0,000028 Aset - 1,708 
TLHP 
 
 Local government size variables have significance value 0,027 <α = 0,05 and 
coefficient value equal to -0.003. This shows that the size of local government in this 
case the number of population negatively affect the weakness of internal control system 
local government so that the first hypothesis accepted. District/City government in 
North Sumatera that have large population tend to have weakness of internal control 
system which fewer than District and City which have few population. This is due to 
the large number of population and supported by the rapid information technology will 
make the pressure and supervision of internal control system of local government is 
greater. Thus, local governments are encouraged to have an adequate internal control 
system as a form of public accountability.  
Local Generated Revenue (PAD) variable has significance value 0.000 <α = 
0,05 and coefficient value equal to 0,025. This indicates that PAD has a positive effect 
on the weakness of internal government control system so that the second hypothesis 
is accepted. It can be concluded that PAD is still one of the objects of internal control 
problem in North Sumatra. Therefore it is necessary to improve the internal control 
over income sources in the districts and cities in North Sumatra. 
Variable of regional complexity with significance value 0,706> α = 0,05 and 
coefficient value equal to 0,009. This shows that the complexity of the region has no 
effect on the weakness of the local government's internal control system so that the 
third hypothesis is rejected. District or City that has a large number of SKPD is not 
necessarily more complex. This is because each SKPD is relatively similar, performing 
the same function and scope of work is simple. So although the number of SKPD many 
do not make the local government District / City more difficult to make arrangements 
and complex. 
 Variable of capital expenditure with significance value 0,012 <α = 0,05 and 
coefficient value equal to -0.008. This means that capital expenditure has a significant 
effect on the weakness of the local government's internal control system. Coefficient 
value of -0.008 shows the opposite relationship between capital expenditure with the 
weakness of internal government control system. Although significant, the negative 
relationship of capital expenditure with the weakness of the local government's internal 
control system is contrary to the initial hypothesis so that the fourth hypothesis is 
rejected. These results indicate that the districts or cities in North Sumatera that have 
high capital expenditure realization values tend to have a small number of weaknesses 
in the internal control system. This is because since the increasingly widespread arrests 
of local officials and members of parliament in the local government of North Sumatra 
to court due to corruption cases against the APBD, especially related to procurement or 
projects, as well as the many findings of BPK related capital expenditures that 
recommend for the return of regional losses make Capital Expenditures as one of the 
objects that received special attention (supervision) in its allotment with the aim that the 
Local Government effectively conduct policies for the benefit of the people so much 
that encourage local governments to always be professional, transparent, accountable, 
efficient and effective. 
Variable of total asset area with significance value 0,929> α = 0,05 and 
coefficient value equal to -0,000028. This shows that the number of local assets has no 
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effect on the weakness of the local government's internal control system, therefore the 
fifth hypothesis is rejected. This is because the district / city governments in North 
Sumatera Province, both those with small or large asset value, must have found the 
weaknesses of SPI related to assets. The problem of assets has become the scourge of 
all local financial managers because of the complexity of the problems faced as parsed 
tangled yarn. To provide adequate assurance that the reporting of state assets has been 
done well, it is necessary to build an internal control system (SPI) on it. 
Variable level of completion of follow-up recommendation of the audit result 
(TLHP) with significance value 0,036 <α = 0,05 and coefficient value equal to -1. This 
indicates that the level of completion of the follow-up recommendations of the audit 
result (TLHP) has a negative effect on the weakness of the local government's internal 
control system so that the sixth hypothesis is accepted. These results indicate that 
districts or cities in North Sumatra which has a low percentage of TLRHP completion 
rates tend to have a greater number of weaknesses in the internal control system. The 
low follow-up recommendations of audit results at the District or City in North Sumatra 
can be an indication that local governments have a high control system weakness 
because they have not fully committed to implementing follow-up recommendations 
given by BPK RI. 
 
b. Statistical Test F 
Table 5.4 Statistical Test F 
Model Sum of Squares Df Mean Square F Sig. 
1 Regression 118.653 6 19.775 4.561 .000
b
 
Residual 663.322 153 4.335   
Total 781.975 159    
a. Dependent Variable: FICW 
b. Predictors: (Constant), TLHP, SIZE in thousands, COMPLEXITY, CAPITAL in billion, ASET 
in billion, PAD in billion 
Source: research results, 2017  
 
 The simultaneous test results (F statistical test) obtained the result value of F 
calculated 4.561 greater than the value of F table 2.16 with the significance value of F 
0,000 <α = 0.05 indicates that variables of local government size, PAD, regional 
complexity, capital expenditure, the number of assets and the level of completion of the 
follow-up recommendations of audit results together have an effect on the weakness of 




VI. CONCLUSIONS, LIMITATIONS AND SUGGESTIONS 
 
6.1. Conclusion 
1. The size of local government has a significant negative effect on the weakness of 
internal control system of local government at District / City Government in North 
Sumatera Province. 
2. PAD has a significant positive effect on the weakness of internal control system of 
local government at District / City Government in North Sumatera Province. 
3. The complexity of the region has no effect on the weakness of internal control 




4. Capital expenditure has a significant negative effect on the weakness of internal 
control system of local government at District / City Government in North 
Sumatera Province. 
5. The amount of assets does not affect the weakness of the local government's 
internal control system at the District / City Government in North Sumatra 
Province. 
6. Level of completion of follow-up of recommendation result of audit result 
(TLRHP) has a significant negative effect on the weakness of internal control 
system of local government in North Sumatera Province. 
7. The size of local government, PAD, regional complexity, capital expenditures, 
total assets and the level of completion of the follow-up recommendations of audit 
results together have an effect on the weakness of internal control system of local 
government in North Sumatra Province. 
 
6.2. Limitations of Research 
1. This study focuses only on the District / City in North Sumatra alone and the 
period used by researchers is only 5 years. 
2. This study uses secondary data obtained from the website of the Badan Pemeriksa 
Keuangan (BPK) and the Badan Pusat Statistik (BPS) as well as the Badan 
Pengelola Keuangan dan Aset Daerah (BPKAD) of North Sumatra Province which 
contains data on the Local Government Financial Report (LKPD) of North Sumatra 
Province and the data- other data needed to support this research. 
 
6.3. Research Suggestion 
1. Local government is expected to continuously improve the quality of internal 
control in order to reduce the findings and cases of weaknesses of internal control 
system of the government, among others by way of more transparent in the 
management and financial reporting, have a strong commitment and organize 
effective communication with the BPK RI to get a solution in the completion of 
follow-up recommendations. 
2. Increase the scope of the sample by expanding the research area and add a longer 
observation period, so that the generalization level is better and better describes the 
picture of the actual condition. 
3. Adding several other variables as factors that can affect the weakness of internal 
control system of local government. 
4. Using primary data, such as questionnaires or interviews to government offices or 
other government institutions to find out more information about internal control 
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